
 

May 10, 2016     
Global Financial Markets 

Global equities reflected a general risk-off sentiment as most equity indices decelerated following weaker-than-expected 
data releases in key economies and as the first quarter of 2016 earnings season continued. On the other hand, US 
Treasury prices rallied during the week as investors flocked to safe-haven assets following poor economic data 
elsewhere. The US Dollar initially weakened but trimmed its losses vis-a-vis the Euro this week given encouraging 
manufacturing data in the Eurozone, offset by disappointing corporate earnings. 
  
Global Equities 
 

Global equities tracked a downward 
trajectory for the week following 
weaker-than-expected data releases 
in key economies, continuation of 
the first quarter 2016 earnings 
season, and volatility in commodity 
prices. Moreover, investors adopted 
a risk-off sentiment following 
renewed concern on the 
sluggishness of global growth 
following the soft economic data 
releases.  
 
Investors in the U.S. pulled back 
following a weaker-than-expected 
GDP print, softer-than-estimated 
labor data, and lower-than-expected 
manufacturing data. U.S. equities 
began the week on the wrong foot, 
as market players priced in the 
weaker-than-expected GDP print of 
0.5% year-on-year in the first quarter 
of 2016, mostly due to the drag in 
non-residential fixed investment, 
private inventory investment, 
exports, and federal government 
spending. Investors also continued 
to digest the Bank of Japan’s 
decision to keep policy rates steady and its decision not to expand its monetary stimulus program. Market players also priced in the 
inflation print for the month of March at 0.8% year-on-year, in-line with estimates but below the Fed’s 2% target. As the week 
progressed, U.S. equities bucked the global markets trend following largely encouraging corporate earnings with 72% of companies 
beating consensus earnings estimates. Mid-week, U.S. equities tumbled anew amid renewed global growth concerns following a 
14th consecutive month of contraction in Chinese manufacturing, a downgrade to Eurozone growth forecasts, and after Australia 
cut interest rates to a new generational low. Towards the end of the week, the S&P 500 extended losses as investors focused more 
on weak labor and productivity data and less on encouraging service sector PMIs. The week ended with investors cautiously trading 
ahead of the highly-anticipated April change in non-farm payrolls figure.  
 
Meanwhile, European equities extended losses this week on weaker-than-expected earnings releases, Eurozone growth 
downgrades, and volatile commodity price movements. European equities began the week sharply lower despite the uptick in a 
number of commodity prices given the worse-than-expected earnings releases. As the week progressed, European stocks 
continued to track a downward trajectory despite German manufacturing growth accelerating to a three month high, as market 
players priced in the 1Q 2016 earnings season, global market sentiment, and news that OPEC increased output. Mid-week, 
European stocks then fell to three-week lows following the European Commission’s Eurozone growth forecast downgrade, 
underwhelming corporate earnings and as the euro hit a nine-month high. Towards the end of the week, European stocks extended 
the losing streak for a fourth straight day on disappointing corporate earnings results. On Thursday, European stocks stopped their 
four-day losing streak following more encouraging-than-expected corporate earnings releases. 
 
Asian equities generally traded with a downward bias for most of the week as market players echoed global risk-off sentiment and 
ad investors continued to digest the Bank of Japan’s decision to keep monetary policy steady. Mid-week, Asian equities extended 
losses dragged down by news of a 14th consecutive contraction in Chinese manufacturing and following Reserve Bank of 
Australia’s decision to cut policy rates. Towards the end of the week, investors priced in higher oil prices—as crude prices gained 
ground in Asian trade following news reports of Canada’s oil sands production being disrupted by a wildfire and heightened fighting 
in Libya. Market players also dealt with mixed economic data releases globally, including U.S. labor data and China’s moderating 
services sector growth. 
 

28-Apr-16 05-May-16 % Change

MSCI World 1,677.34 1,641.16 -2.16%

MSCI Europe 117.70 112.14 -4.72%

MSCI Asia-Pacific ex-Japan 418.32 406.75 -2.77%

Dow Jones Industrial Average 17,830.76 17,651.26 -1.01%

S&P 500 2,075.81 2,051.12 -1.19%

Global Equity Performance
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Week-on-week, the MSCI World index was down by 2.16%, with MSCI Europe falling 4.72% and MSCI Asia Pacific ex-Japan losing 
2.77%. US equities also suffered losses, with the S&P500 Index losing 1.19% week-on-week while the Dow Jones Industrial 
Average Index tumbled 1.01%. 
 
Economic releases were mixed through the week, though mostly weaker-than-anticipated. 
  

 The University of Michigan final consumer-sentiment index, a closely monitored gauge of US consumer sentiment, 

declined to its lowest level in seven months for the month of April. The University of Michigan final consumer-sentiment 

index for April was 89.0, reduced from March’s 91.0. The latest data on weaker-than-expected consumer sentiment 

reflects the growing worry about the economy’s momentum.    

 Inflation measures in the US were generally in-line with market estimates. The personal consumption expenditures (PCE) 

price index was up 0.1% MoM and 0.8% YoY, both in-line with estimates but still below the central bank’s target of 2%. 

Core PCE was up 0.1% MoM and 1.6% YoY, also both in-line with consensus, but below 1.7% YoY of January and 

February. Seasonally-adjusted employment cost index rose 0.6% QoQ, also in-line. However, personal spending was 

below consensus at +0.1% versus estimate of +0.2%, and also the upwardly revised February number of +0.2%. Wages 

and salaries was up 0.7% QoQ and 2% YoY, the slowest growth since Q2 2014.  

 Manufacturing in the US for April was slower versus the previous month. The Institute for Supply Management’s 

manufacturing activity index showed a decline in April to 50.8 from 51.8 in March and was below market estimate of 51.4. 

Export index printed the highest since November 2014. The prices paid index also rose to the highest level since 

September 2014. Markit’s Manufacturing Purchasing Managers Index flash reading was also down to 50.8 in April from 

51.5 in March but was in-line with consensus. This was the slowest expansion in overall business conditions for more than 

six years.  

 The European Commission (EC) adopted a slightly more negative view on Eurozone growth, as the EC predicted 

eurozone growth will be slightly weaker in 2016 than previously expected. The commission forecast the economy of the 

19-country eurozone would grow 0.1 ppt lower than previous estimate at 1.6% in 2016 and 1.8% next year. The EC also 

cut its forecast for inflation mainly as a result of low energy prices. The EC now expects the rate of inflation in the eurozone 

to be just 0.2% in 2016 down from previous forecast of 0.5%. 

 China Caixin manufacturing PMI, which focuses on smaller and medium-sized enterprises, continued its contraction in 

April and came at 49.4, lower than the 49.7 print in March. This was last above 50—the expansionary territory—in 

February 2015. Meanwhile, the official PMI targeting the larger firms was maintained at 50.2. 

 Data from the Automatic Data Processing Inc. and Moody’s analytics showed that private sector hiring slowed to its 

weakest pace in three years in the month of April. Private payrolls increased 156,000, lower than market estimates of 

194,000. The weakness in this print reflects tightness in the U.S. labor market during April. The service sector 

disappointed, only adding 166,000 positions from March’s 189,000, with manufacturers shedding 13,000 jobs. Meanwhile, 

small businesses increased payrolls by 93,000, while medium-size businesses added 39,000, again disappointing from 

66,000 in March. Finally, big businesses added 24,000. 

 Data from the U.S. Labor Department showed that the number of Americans filing for new unemployment benefits rose to 

a five-week high last week. Initial jobless claims for the week ended April 30 increased to a seasonally adjusted 274,000, 

higher than consensus of 260,000. This brought the four-week moving average up by 2,000 to 258,000.  

 

 

Global Bonds 
 
US Treasury prices rallied week-on-week following intensified risk-off sentiment 

globally. The week started with Treasury prices closing mixed after inflation print 

for April was generally in-line with consensus expectations. Both the personal 

consumption expenditures (PCE) price index and core PCE index were higher 

(up 0.8% YoY and 1.6% YoY, respectively) but remain below the Fed’s target, as 

well as the January and February print. The decline in the Institute for Supply 

Management’s (ISM) manufacturing activity index caused more volatility in the 

US Treasuries the following day. Risk-off sentiment intensified following 

downgrade in European Commission’s inflation forecast and growth outlook, 

contraction in the UL and China manufacturing sector, and the rate cuts in Australia, leading to recovery in Treasury prices as a 

safe-haven asset. Weak employment numbers and upbeat services sector tempered the ongoing rally in Treasury prices later 

during the week. Given the impending release of US nonfarm payrolls during the close of the week, investors stayed defensive. 

Week-on-week, yields declined by an average of 5.56 basis points. The two-year note yield shed 6.34 basis points to close at 

0.718%. Meanwhile, the ten-year government bond yield declined by 7.90 basis points, closing at 1.824%. 

 

US Treasury Yield Curve

Tenor 28-Apr 5-May  +/- bps

3m 0.209 0.188 -2.03

6m 0.386 0.381 -0.51

2y 0.782 0.718 -6.34

5y 1.291 1.202 -8.90

10y 1.824 1.745 -7.90

30y 2.680 2.603 -7.67



 

Currencies  
 

The US Dollar weakened vis-a-vis the  Euro this week given encouraging 

leading indicators in the Eurozone. The correction during the latter part of the 

week was meanwhile driven by poor corporate earnings of European firms. 

The greenback weakened vis-à-vis the Euro at the start of the week following 

the subdued inflation print in the US and the strong growth seen in the 

eurozone. Encouraging leading indicators in the eurozone, such as the 

increase in eurozone’s PMI to 51.7 from 51.5 and the three-month-high 

German manufacturing activity, bolstered the Euro rally against the USD. This 

was despite the rally in US Treasuries as risk-off sentiment intensified following 

contraction of leading manufacturing data in UK and China. The Euro managed 

to sustain the rally despite subsequent release of disappointing earnings figure 

and downgrade in growth and inflation forecasts by the European Commission. 

During the latter part of the week, gains in the Euro currency were eventually trimmed following continued disappointing earnings. 

Week-on-Week, the EUR managed to strengthen despite the partial recovery of the USD vis-à-vis other major currencies, rising 

0.79 US Cents, or +0.70%, to close trading at the 1.1426 level. 

 

The week ahead (May 10 – May 13) 

 

For next week, we expect global equities to trade sideways with a slight upward bias following the general sell-off in equity markets 

globally this week. Moreover, global markets, for equities and bonds alike, should once again return to economic data releases, 

including the widely-watched non-farm payrolls data coming out on Friday. For next week, movements in the EUR/USD pair will 

depend on upcoming economic data such as the non-farm payrolls in the US and inflation data in the Eurozone, but we expect 

sideways movement with slight downward bias given the likely still-benign inflation print and still-robust non-farm payrolls.   

Currencies 

28-Apr 5-May % Change

USD/PHP 46.770 47.240 1.00%

EUR/USD 1.1347 1.1426 0.70%

GBP/USD 1.4551 1.4462 -0.61%

USD/JPY 108.06 107.28 -0.72%

AUD/USD 0.7619 0.7476 -1.88%

USD/CHF 0.9669 0.9642 -0.28%

EUR/CHF 1.09714 1.10167 0.41%

EUR/JPY 122.62 122.58 -0.03%



 

Philippine Financial Markets 
 
The local equities market fell week-on-week as investors price in election uncertainties, soft economic data here and 
abroad, and lackluster earnings released during the week. For the local fixed income space, prices of government 
securities fell as investors awaited the inflation print earlier in the week and in light of thin volumes from election jitters. 
The Peso weakened against the US Dollar this week as global and local uncertainty weighed in on the Peso's performance. 

Local Equities  
 
The local equities market fell week-on-week as investors price in election 

uncertainties, soft economic data here and abroad, and lackluster earnings 

released during the week. The local equities market fell during the start of the 

week as local players took advantage of the regional weakness which tracked 

US equities, to stay defensive given their election-related fears. Risk-off 

sentiments were made worse as this week saw big earnings misses from TEL, 

SM, and BPI. Other releases were just in-line with street expectations and were 

thus inadequate to lift the market. Nevertheless, earnings of MPI and PCOR 

surprised to the upside.  

Week-on-week, the PSEi lost 167 points, or -2.34%, and closed at 6,991.87; with net foreign selling of Php781.66 million.  

 

Holding Firms: 

 SM Investments Corporation (PSE ticker: SM) reported Php7 billion in net income in 1Q2016 (+4% on a reported basis, and 

+12% on a recurring earnings basis) given 7% increase in revenues (to Php69.8 billion). Weakness in BDO Unibank (-10%) 

pulled down in-line performance from SM Prime Holdings (+12%) and stellar performance from its retail business (+8% in 

sales, +16% in earnings). 

 Filinvest Development Corp. (FDC) raised its capital expenditure budget by nearly half this year to Php44Bn, primarily to 

support the expansion of its real estate and power generation businesses. 

 Metro Pacific Investments Corporation (PSE ticker: MPI) reported core net income amounting to Php2.7 billion, up 7% year-

on-year, on the back of (1) strong traffic growth on its roads, (2) higher economic interest in Manila Electric Company 

(MERALCO), and (3) continuing growth in the hospital business. In terms of contribution, net operating income is accounted 

for as follows: MERALCO, 47%; Maynilad, 24%; tollroads, 24%; hospitals, 4%; and rail and systems 1%. 

Property: 

 Ayala Land (PSE ticker: ALI) disclosed net income for 1Q2016 of Php4.7 billion, up 14% year-on-year. Revenues were up 

8% at Php26.97 billion. ALI spent Php23.4 billion for capital expenditures for the quarter with more than 50% going to 

completion of residential projects and commercial leasing projects. In terms of funding, ALI raised a total of Php15 billion in 

the first two tranches of its approved Php50 billion shelf registration for the next three years. 

Services: 

 Globe Telecom, Inc. (PSE ticker: GLO) posted net income of Php4.3 billion, up 3% year-on-year. Consolidated service 

revenues were up 14% YoY to Php29.9 billion while EBITDA increased 18% YoY to Php13.0 billion. Mobile subscribers hit 

57.3 million, up 18% YoY. Globe spent about Php7.1 billion in capex as of the end of the first quarter.  

 Philippine Long Distance Telephone Company (PSE ticker: TEL) disclosed 1Q2016 core net income of Php7.2 billion and a 

reported net income of Php6.2 billion (down 34%). The decline in reported net income was due to a reduction in core income 

and impairment charges from investment in Rocket Internet. Consolidated revenues were up 1% to Php42.8 billion.Manila 

Electric Company (PSE ticker: MER) said that its reported net income for 1Q2016  was at Php 4.5 billion, up by 3% from 

same period last year. Volume of energy sales rose to 9,077 GWh (+12% yoy) after the Residential segment rose 20% and 

Commercial segment rose 13%. Industrial volume sales was up by 5%. Operating expenses rose by 16% to Php 6.4 billion.  

The company also declared a special cash dividend of Php 1.68/sh. Total dividends from the 2015. Consolidated Core Net 

Income is now at Php 16.76/sh. 

Financials: 

 In a disclosure to the Philippine Stock Exchange, the Philippine National Bank (PNB) reported net earnings doubling for the 

first three months of 2016 to Php 2.6 billion from the Php 1.2 billion in the same period last year. According to PNB’s 

management, the encouraging performance of PNB for the first quarter of 2016 was attributable to substantial improvements 

in both core and non-recurring revenues. Net interest income grew 12% year-on-year, as the bank grew its loan portfolio 

by18% in the first quarter, and as the bank improved loan-to-deposit ratio to 71% from 69% a year ago. 

29-Apr 6-May % Change

PSEi 7,159.29 6,991.87 -2.34%

Philippine  Stock Exchange  Index



 

 In a disclosure to the PSE, Bank of the Philippine Islands (PSE ticker: BPI) reported Php4.92 billion (+1.3% year-on-year) net 

income and Php5.65 billion (+12.6%) comprehensive income for the first quarter of 2016. Net interest income was up 6%, 

non-interest income increased by 2.8%, and trading gains rose by 22.1% to Php1.2 billion. Cost-to-income ratio came in at 

51.4%. Loans grew by 18.1% to Php861.22 billion. 

 Security Bank Corporation (PSE ticker: SECB) reported Php3 billion in net income in 1Q2016 and a return on equity of 22%. 

This is before the capital infusion amounting to Php36.9 billion from The Bank of Tokyo-Mitsubishi UFJ, Ltd. which was 

received on April 1, 2016. Net interest income was up 21% YoY with net interest margin increasing to 3.8% from 3.7% for 

FY2015. Loan growth was 20% while deposits growth was 14%. Non-performing loans (NPL) ratio was 0.29% with coverage 

ratio of 171%. Fee-based income was up 10%. Meanwhile, operating expenses ex-provisions decreased by 1% YoY which 

translated to a cost-to-income ratio of 42%.  

Industrial: 

 Century Pacific Food, Inc., the country’s largest canned food company, saw its earnings rise 45% to Php636 million during 

1Q16, as revenues jumped 22%. Its branded businesses rose 15%, representing 78% of its revenues. 

 Holcim Philippines, Inc. (HLCM) delivered flat earnings in 1Q16 at Php1.5 billion, as earnings growth was dragged by the 

scheduled maintenance shutdown of its plants in Luzon and additional costs for the importation of clinker to support demand. 

However, HLCM expects strong private construction activity and the implementation of the projects under the government’s 

public-private partnership (PPP) program to take up the slack for the anticipated slowdown in government spending later this 

year. 

 

Philippine Bond Market  

 
For the local fixed income space, prices of government securities fell as 
investors awaited the inflation print earlier in the week and in light of thin 
volumes from election jitters. The earlier part of the week spelled cautious 
trading ahead of the April inflation print which came in Thursday at 1.1% 
below consensus of 1.2% from cheaper food prices and despite the uptick in 
utility rates; but remains within BSP’s projected range of 0.7% to 1.5%. 
Notwithstanding the lower-than-expected print, there was a sell-off more 
prominently at the long-end of the curve as investors stayed defensive ahead 
of the national elections on May 9.  
 
Yields rose by an average of 3.31 basis points for the week. The short-end, 
belly and the long-end of the curve fell by 1.00, 2.68, and 7.99 basis points, 
respectively.  
 
 
Philippine Peso  

 
The Peso weakened against the US Dollar this week as global and local uncertainty weighed in on the Peso's performance. 

Globally, risk-off sentiment prevailed following disappointing data such as contraction of China's manufacturing PMI, downgrade in 

European Commission's growth and inflation outlook, and disappointing corporate earnings in Europe, which triggered outflow from 

risky assets to safe-haven assets like the US Treasuries. Locally, election jitters along local investors and some foreign investors 

pulled down sentiment further. The Peso started the week tracking its regional counterparts, which saw weakness against the US 

Dollar. Net foreign inflows on Tuesday allowed the Peso to momentarily avoid closing below Php47. However, the decline in oil 

prices pulled down the Peso below Php47.Weaker-than-expected inflation in April pulled the Peso even lower. Week-on-week, the 

USD/PHP pair traded downwards, falling 47 centavos, or +1.00%, to close the week at the 47.24 level. 

 

 According to data from the Philippine Statistics Authority, inflation was steady at 1.1% for the month of April as cheaper 

food prices managed to offset the uptick in utility rates. The inflation turnout was same as the inflation print for the month of 

March. The figure was well within the projected range of the Bangko Sentral ng Pilipinas (BSP) of 0.7% to 1.5%. The BSP 

has set an inflation target of between 2 to 4 percent for 2016 and 2017. 

 The Bureau of Customs is looking to get around Php1 billion from the auction of overstaying cargo, which is covered by the 

Tariff and Customs Code of the Philippines (TCCP). The Port of Subic pegged its revenue at Php150 million if the auction 

sales of overstaying containers take place, while the Manila International Container Port is projecting Php462,600,000 in 

collections after its public auction of 1,542 containers. 

 The Board of Investments (BoI) approved P61.94 billion worth of such pledges during 1Q16. This is 13% more than the 

approved investments a year ago and was largely driven by big-ticket energy projects. BoI’s Php366.742-million approved 

T enor 29-Apr 6-May  Change

1m 1.58 1.79 21

3m 1.91 1.90 -1

6m 1.98 2.11 12

1y 2.67 2.39 -28

2y 3.57 3.58 1

3y 3.71 3.72 1

4y 3.09 3.09 0

5y 3.40 3.42 3

7y 3.53 3.60 7

10y 4.58 4.70 12

20y 5.19 5.31 12

25y 5.25 5.25 0

Average 3.3

Peso Yie ld Curve                                        

(PDST-R2 Reference Rates)



 

investment pledges in 2015 represented half of the total commitments for 2015 (+3.4% from 2014). BOI views the first-

quarter growth as unconventional, as investors typically adopt a wait-and-see stance just before elections. 

 Currency issued by the Bangko Sentral ng Pilipinas (BSP) rose by 8.1% as of end-2015 from the Php929.5 billion in 2014. 

Of this amount, 97.2% of the money was in the form of bills, while the remaining were denominated in coins for a total of 

27.8-billion pieces (vs. 25.9-billion pieces circulating in 2014). The BSP also exceeded its 1.2 billion target in 2015, as it 

had 1.7-billion pieces on hand. 

 Analysts continue to expect relatively subdued April inflation, with slight strengthening coming from higher food costs and 

price impact of election-related spending. Median estimate of 1.2% was higher than the 1.1% March inflation and within 

BSP's 0.7-1.5% estimated range. They still expect monetary policy to remain unchanged. 

 Bangko Sentral ng Pilipinas published in its website that outstanding loans of commercial banks, net of reverse repurchase 

(RRP) placements increased by 14.8% in March from 16.9% in February. Loan for production activities (80% of the 

aggregate loan portfolio) increased by 15.0% in March from 17.4% in February. Meanwhile, loans for household 

consumption were up 15.9% in March, higher than February's 15.7%. 

 

The week ahead (May 10 – May 13) 

 

This week, we expect the rest of the local listed companies to report their first quarter results. Market players are expected to take 

cue from the earnings results, data releases locally and globally, and signals of the direction of the next administration. The PSEi is 

expected to trade between 6,900 and 7,050. Bond yields are expected to once again take leads from international developments 

and the election results. For next week, expect the USD/PHP pair to continue moving sideways with a downward bias as the 

markets await for the dust surrounding the political space to settle. 

 

 


